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CONFIDENTIAL EC BRUSSELS 04628 

E.O. 11652: GDS 
TAGS: EFIN, EEC, PO 

SUBJECT: BALANCE OF PAYMENTS ASSISTANCE FOR PORTUGAL 

REF: (A) STATE 100831, (B) EC BRUSSELS 4520, (C) EC BRUSSELS 
6826, (D) BONN 7464, (E) LONDON 6826 

1 . MISSION OFFICRS DELIVERED NOTES (TAKEN FROM REFA A) WITH 
INVITATION TO MAY 16 PARIS MEETING ONPORTUGAL TO CHEFS DE 
CABINET OF EC COMMISSION VICE PRESIDENTS HAFERKAMP AND 
ORTOLI (FFROSCHMAIER AND GAUTIER-SAUVAGNAC) AS WELL AS TO 
OFFICIALS IN DG-I (EXTERNAL RELATIONS) AND DG-II (ECONOMIC 
AND FINANCIAL AFFAIRS). THEY SAID THAT THEY WOULD 

NOTIFY US WHEN A DECISION WAS TAKEN AS TO EC ATTENDANCE. 

2. GAUTIER-SAUVAGNAC TOLD MISSION OFFICER THAT THE 
CURRENT FEELING IN EC IS THAT COMMUNITY ASSISTANCE 

TO PRTUGAL SHOULD TAKE THE FORM OF "STRUCTURAL AID" RATHER 
THAN BALANCE OF PAYMENTS SUPPORT. (THIS IS CONSISTENT 
WITH REPORT ON MAY 3 COUNCIL MEETING IN REF B.) HE 
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POINTED OUT THAT THE COMMUNITY HAS A MECHANISM IN PLACE 
TO ROVIDE FINANCING FOR STRUCTURAL PURPOSES - THE 
EUROPEAN INVESTMENT BANK - WHICH IS ALREADY ENGAGED IN 
PROJECT LENDING TO PORTUGAL UNDER THE OCTOBER 1975 COUNCIL 
DECISION TO PROVIDE 150 M.U. A. EMERGENCY AID TO PROTUGAL 
(OF WHICH 18 MILLION HAS NOW BEEN EXTENDED). WE NOTED 
THAT WHILE EIB PROJECT LENDING IS NO DOUBT VERY 
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USEFUL FOR PORTUGAL, THERE WAS ALSO AN URGENT NEED FOR 
NEAR- TERM BALANCE OF PAYMENTS SUPPORT. 

3. GAUTIER- SAUVAGNAC SAID THAT THERE IS NO PRECEDENT FOR 
PURELY BALANCE OF PAYMENTS SUPPORT TO CUNTRIES OUTSIDE 
THE COMMUNITY, AND THAT DECISIONS ESTABLISHING EXISTING 
COMMUNITY MECHNISMS FOR BALANCE OF PAYMENTS SUPPORT ARE 
THAT SHOULD A POLITICAL DECISION BE TAKEN TO PROVIDE 
BALANCE OF PAYMENTS SUPPORT THROUGH THE COMMUNITY, THIS 
COULD BE DONE THROUGH A NEW COUNCIL DECISION. IN THIS 
CASE, THE MECHANISM CHOSEN WOULD PROBABLY BE AN EC 
BORROWING AND LENDING OPERATION SIMILAR TO THE PRESENT 
COMMUNITY LOAN FACILITY, UNDER WHICH THE COMMUNITY HAS 
PROVIDED (OR IS PROVIDING) $1.8 BILLION IN BALANCE OF 
PAYMENTS ASSISTANCE TO ITALY AND IRELAND. COMMUNITY 
PROCEDURS WOULD TAKE AT LEAST SIX MONTHS. 

4. COMMENT: ACCORDING TO OUR INFORATION, ALL PAST OR 
PROSPECTIVE EC FINANCIAL ASSITANCE TONON-MEMBERS - 
SUCH AS THAT WHICH WILL BE PROVIDED UNDER THE RECENTLY 
NEGOTIATED FINANCIAL PROTOCOL FOR GREECE - HAS BEEN OF 
THE PROJECT VARIETY, THE MAJOR PORTION THROUGH THE EIB. 
EXISTING COMMUNITY BALANCE OF PAYMENTS SUPPORT 
MECHANISMS - SUCH AS THE CENTRAL BANK SHORT- TERM MONETARY 
SUPPORT, THE MEDIUM-TERM FINANCIAL SUPPORT FACILITY, 

AND THE COMMUNITY LOAN MECHANISM - DO SPECIFYTHAT 
RECIPIENT COUNTRIES BE MEMBER STATES. NEVERTHELESS, 

AS GAUTIER-SAUVAGNAC ACKNOWEDGED, IF A POLITICAL DECISION 
WERE TAKEN, THE LACK OF READY-MADE MECHANISMS WOULD NOT BE 
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AN INSURMOUNTABLE BARRIER. WHILE WE THINK COMMISSION 
WOULD BE INTERESTED IN SUCH A PROGRAM, THERE ARE 
INDICATIONS THAT SOME IMPORTANT MEMBER STATES WOULD 
PREFER NOT TO PROVIDE THIS TYPE OF ASSISTANCE THROUGH 
THE COMMUNITY (FOR EXAMPLE REFS C, D, E). THUS, PROSPECTS 
FORA COMMUNITY CONTRIBUTION AT THE MOMENT ARE AT LEAST 
UNCERTAIN. END COMMENT. 
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